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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

SWM Securities, Irc.

| FIRM 1D. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use PO@BD;(—;N D 8 .0
230 Park Avenue, 7th Floor W~ PP

(No. and Surecr) \ MAR 1 & cube \

a5

d 1
New York, New York 10169 . JL L !
(City) ' (State) ’&.5}:::: T (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Laura Sloate » : 212-499-2677
: : : {Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion: is contained in this Report*

Schwartz and Company, LLP
(Name — f individual, state last, first, middle name)

2580 Sunrise Highway, Bellmore, New York 11710
(Address) s (City) . : {State) Zip Code)
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*Claims for exemption from the requirement that the annual repora be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relie§ on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

Laura Sloate swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the finn of

SWM Securities,. Inc.

, as of

A%__2001are truet and correct. I further swear (or affirm) that neither the company

LT any pariner, proprietor, principal o{ﬁccr or duector has any proprietary interest in any account classified soley as that of
a customer, except as follows:

December 31

LAURKA J. sttt i T

S T TS It St | A | IZC\AAI\]

CoNcETTA FusCiELLD e

NOTARY PUBLIC - STATE OF new YORK
NoO. DIFUBG38TTT

Notary Bdblic GuALIFIED &N NE* YORK & f‘ous&r\(&a
wa Cow;ssmu expires 02-07-20
e AN XA

SRR

This teport** contains (check all applicable boxes)

(a) Facing page.

{b) Statement of Financial Condition.

(¢) Statement of Income (Loss). and Retained Earnings
_(d) Statement of CREXgESKIRNRMRRAA LEFHIGH. Cash Flows

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

(f) Statement of Changes in Liabilities Subordmated to Claims of Creditors.

{g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) lnformation Relating to the Possession or control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.

(k) A Reconciliation between the audited and unaudlled Statemems of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies f ouild to exist or found to have existed since the date of the previous audit.
(o) Report on Internal -Control Structures.

o I

- .

*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Select a filing mothod: éasic © Allernato e {0011]

. -~ SWH SECURITIES, INC. :
Name of Broker Dealer: [0013] SEC Filo Number: 8- 248340
Address of Principal Place of ' 230 BARK AVENUE ' [6074]
Business: (0020} Fim 1D 38637
NEW YORK  NY 10169 _ —[0015]
060z1) (o02Z] {0023
Far Perlod Beginning __01/01/2001 Ending 12/31/2001
[0024) 10025
Name and tetephone number of person to contact in regard o this roports
Nama: Laura .J. Sloate, President hone: 212-499-2544
[0030] {0031]
Name(s) of subsidiarius or affiliutes consolidaled in lhis roport:
Name: . Phone: :
{0032] ' "~ {0033
" Name: Phone: ‘ )
~[0034] : [0035] R
Name: Phone: - '
[0038] [0037]
Mame: Phona:
[0638) %)
Joes respondent carry Its own customer accounts?  yeg © o040) No K (o041
heck hoio if rospondent is Hling an audiled roport T [0042)
ASSZETS
Consclidated ¢ (0198)  Unconsolidaled @ (o1ag) : '
Allowable ~Non-Allowable Total :
1. Cash : 794,630 . ‘ o 794,630
‘ {0200} ’ : 10750}
2. Recelvables from brokers or : )
dealers:
A. Clearance account - 31,255
‘ ‘ ’ - [0205] o : ‘
B. Other ‘ 31,255
~ [0300) [05506) [0810]
3. Receivables from non-customers r ‘0
[0355] {0600] ¥ [0630]
4, Securities and spot commodities : ’ ‘

owned, al inarkel value:
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10.

1.

A Exempted securllles
n. Debt socun’iies

C. Oplions

D. Other ;qecuri(lcs:

E. Spol commodllies

Sceuriliss and/or other Investments

nol readily marketable:

A, At cost

[0130]
0. _ Al gstirnatod fair value

Sacurities borrowad undar
subordination agroements and
partners' individual and capital
securities accounts, at markut
value: ‘ .

A ' Exompted securilles

[0150]

B. Other securllies

0760}
Secured demand notes markel
value of collaleral;

A Exempted securities

{0770]
B. Othor securities

[0780]
Memberships in exchanges:
A, Owned, at marked

10790
B. Ownod, al cost
C. Contributed for use of tho

company, at market value

Invesiment in and receivables from
affillates, subsidiaries and
associaled partnerships

Property, furnilure, equipment,
leasehold improvements and rights
under loase agresments, at cost-net
of accumulated depreciaiion and
amoriization

Other assots

{0418]
[0479]
{0420]
2,085
0424]
| 2,085
[0330] 10353
: 0
To430] 10570) [oa%op
[0460] {0636 , (6850
0
[0470] [0640] VT
{0650
] 0
[0660] [5500]
0
ToaE0] - [0670] [05T0]
0
[0400] [6680] [09z0)
3 15,799
' 15,802
[6535] [0735] {0330
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827,973

12, TOTAL ASSETS 15,799 843,772
{0540] | {0740) [6B40)
LIABILITIES AND OWNERSHIP EQUITY
Liahilities A.l. Liabilities Non-A.l. Liabilities Tatal
13, Bank loans payable o 0
[1045] [(1255] - [A470]
14.  Payablo to brokers or dlealors:
/. Cloarunce accaunt . 0
{1714] (1315} [1560]
{2, Other B 0
: (1113 [1305] [1540]
15.  Payablo to non-custorers , 0
{1155 - - [1355) [1810]
16.  Securlies sold not yol purchased, at 0
market value
[1360] {1620]
17. Accaunts payable, acciued. Q4
liabilitios, expansas and other 7,944 . 7 "’94‘4 -
[1205] 1365] [7685]
18. Noles and morigages payablo: :
A. Unsecured ‘ 0
(i210] {1690]
B. Secured N Q
{1211} [1380) {1700)
19. Liabilities subordinated to claims of
genoral creditors:
A. Cash borrowings: 0
(1400] [7710]
1, from oulsider_s
[0570]
2. Includes equity
subordiration
(15¢3-1(d)) of
-10960]
G. Securities borrowings, at 0
markel valuo:
: [T470] [1720]
from outsiders
(0890]
C. Pursuant to sacurod domand
nole collateral agroements: 0
(1420] [1730)
1. from outsiders
[1000]
2. Includes equity
subordination
(15¢3-1(d)) of
[7970]
D. Exchange memberships
contributed for use of 0
company, at market valus
‘ {1430} [3740) -
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E. Accounts and other
borrowings not qualifled for 0
I nel capital purposes
[1220] [1440] (1750]
20. TOTAL LIADLITIES 7,944 0 7,944
l [1230] {1450 [760]
Ownership Equity
I Total
21.  Sole proptiglorship
(1770]
l 22, Partnership (limited paitnors
(1020] ) ' ‘
{1780)
I 23. Corporutions:
A Pisferrad stock
} {1791}
B. Cumimon stock 2,000
l [1752)
C. Addilional paid-in cspital 148,000
11793)
D. RRetained earnings 685,828
(1794]
E. Total 835,828
{795}
l F. Less capital slock in lreasury
: 11798
24, TOTAL OWNERSHIP EQUITY 835,828,
(7800
l 25, TOTAL LIABILITIES AND OWNERSHIP EQUITY 843 [713%[
I STATEMENT OF INCOME (LOSS)
Period Beginning 01,/01/2001 Period Ending _’__]._2/31/2001  Number ol months 12
13837 {3933) {3937]
| REVENUE
1. Commissions:
o o . . - 1 473,469
a. Commissions an transaclions in exchange lisled equity sccurilics execulsd on an r
exchange ’ ’ (3935]
b. Commissions on listed option lransactions 163
' ‘ (3938}
c. All othar securitias commissions 257,062
(3939)
d. Tolal sacurities commlsstans 1,730,694
[3940]
2. Gains or losses on firm securilies rading accounts
l a. From (narket making in options on a national securilies exchange -
: o ~ (3945]
b. FFrom all other trading
, 13829)
I c. Tolal gain (loss)
[3950]
3. Gains or Jusses on firm securitivs investment accounts
' ‘ (3952]
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. Profit (loss) from undarwriling and seliing groups

S. Revenue from salo of iInvestment campany shares

6. Commodilties revenue

7. Foos for account supervislon, invesliment advisory and administralive services
8. Ciher revenue

9. Total revenue

EXPENSES

10. Salaries and other employmen! costs for genaral parlners and voling stockholder officers
11, Other employee compensation and bansfils

12, Communissions paid lo other broker-dealers

13. Interest expense
a. Includss interest on accounts subject lo -
subordination agreements (3070}
14, Regulatory fees and expenses
15. Olher expenses
16. Total expenses
NET INCOME
17. Nat Income(loss) befare Federal [ncoma laxes and ilems below (ltem 9 less {tem 16),
18. Provision for Federal Intome Laxes (for parent.only)
19. Equity in eamings (losses) of unconsolldated subsidiaries not inciuded above
3. Aftar Fodural income laxes of
. [d238]
20.  Exlraordinary gains (los:ses)
a. After Federal incomu taxes of
[4239]

21.  Cumulalive olfuct of changes In accounling principlos
22, Netincome (loss) alter Federal incorme taxes and extraordinary items
MONTHLY INCOMiL.

23. Income (curisnt monthly only) befare provision for Federal lncomc taxes and
extraordinary items

EXEMPTIVE PROVISIONS

(3955

IO

{3950]

{3975
41,423

[3985]
1,772,117

{4030

R L5 L)

56, :41115]

[4740]

[A075]

11,517

'1617

14 195]

[4100]
1,685,306

{4200}

86,811

[a270]

{4220)

4222]

[42'24]‘

[4225]
86,811

14230}

NA

[AZ17]
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25.

if an oxemptlon from Rule 15¢3-3 is claimed, identily below the seclion upon whlch ..uch

exomplion is based

A.(K) (1)--Limited business (mutual funkds and/or variable annuilies only)

B. (k)

C. (k) (2){ii)--Ali customer lransactions cleared through anolher broker dealer on a fully

disclosed baals. Name of clearing firm(s)

Name

(2)(i)--"Special Account for the Exclusive Benefit of customers” maintained

I |ass0)
™ L4se0)
X 570

Clearing Firm SECH#s Product Code
6- 43724 Bear, Stearms Securities Corp. = ALL (43350
[4335A] i 5A? T v
8- [43350)
4335C] ‘
8- [4335F)
(4335€E]
4 [4335H]
(33350 [4335G2]
8- {4335))
{43351
0.(k) (3)-Exempled by order of the Commission I~ jasso)
COMPUTATION OF NET CAPITAL
1. Total ownership equily lrorn Statement of Financial Condltion 335 ,828 5
: [3480)
2. Deducl ownaership oquity not allowable for Net Capilal - . o
_ oo _ T |3440)
3. Total ownership equity qualified lor Net Capital 835.8
' (%é%m
4, Add:
A Liabililies subordinated lo claims of ganera! credilors allowable in
computation of net capllai [REAY|
B. Other (deductions) or allowable credils (List)
TSN [35258)
[3525C] [35250]
[3525E] [3525F] (3525]
5. Total capital and allowable uubordlnaled llabillles -
(3530]
6. Deductions and/or charges:
A. Total nonallowable agsels from Stalement 15,799
of Financiat Condition {Noles B and C) {3540)
B. Secured demand note deficlency
: (3590)
C. Commodtty futurns contracts and spot
commadities ~ proprietary copital charges {3600]
D. Other deduclions andfor charges 5,000 (20,799)
~13619] (3620]
7. Other additions andfor ciedits {List) .
~T5630A]) [@630t])




16. Tolal Al tiabilities Irom Statement of Financial

Caondition
17. Add:
A, Dralts for immediate credit
{3804)
8. Market value of secuiities borrowed for : :
which no equivislent value js pald or _ T © - 3870)
creditod ‘ : : ‘
C. Other unrecordnd amounts(List),
138204] (38208)
[3020C] ‘ T [3820D]
[3820E] , : [3820F].
{3620]

19. Total agyrogale indobtedness

20. Percenlage of aggrogale indebtedness to nel
capital {line 19 /line 101

7,944

I5750)

kT3]
944

.

%

13640

R AL L el

OTHER RATIOS

21, Percentaga of debl to deabt-oquily total computed In accordance
with Rule 15¢3-1(d) : ‘

SCHEDULED V/ITHDRAWALS

B e e LTttt

%

[3850)

Ownership Equity and Subordinated Liabilities maturing or proposed to be
withd:awn within the next six months and accruals, (as defined below), which

have ot been deducted in the computation of Net Capital.

[3060]

of 10




Type of : ‘ Amount to be :
P_r‘gEBE'Ed : . ‘Insider  Withdrawn (cash ~ Withdrawal or  Expect
Wﬁfﬁ_ﬁ\?ﬂ Nuame of Lender or Contributor or  amountand/or Net Maturity Date to
[¢ [4 . .
or Accrual | Qutsider Ca%l;iiu\i/tzilcl:z(): of (MMDDYYYY) Renew
_ {4600) _ 14602) ' . (4605}
{d601] : [4603] BT TVH|
_|4610) 612 ‘ __l4615)
[@611] R 4G T @64
_ {4620} o) - _[4625)
(4821] - ; [4623] [1624)
_ [4630] __ [4632) : _[4635)
[4631] - s 14533] [4634]
_[4640] (4642 _ [4645)
[4641) T |4643] [4644]
_[4650] [4652) C[4855)
[des1 —— N T4853) [4654]
_ [4660] __ ___ [4662) ' : : _[4665)
[661] T A663] T [4663]
__[4670] (4672 . © [4675)
[4671] ’ 14673] T A674]
_ [4680) 4682 [4c8s)
[4687) [4657) L)
_ (4690 _ [4692) _|4e95)
(4637 _ [4693] T (4694]
. TOTAL S
‘ [4639)
Omnt Pennies
Instructions Detail listing must include the total of items maturing during the six month pcrlod

following the report date, regardless of whether or not the capital contribution is
expected to be renewed. The schedule must also Include proposed capital withdrawals
scheduled within the six month period following the report date including the proposed
redemption of stock and payments of liabilities secured by fixed assets (which are
considered allowable assets in the capital computation pursuant to Rule

15¢3-1(c)(2)(iv)), which counld be required by the lender on demand or in less than six
monlhs

STATEMENT OF CHANGES

I R e T 2 eh P PR B T




lorm

4,

STUMTEB4EPVF()F(SHJUYCHLSIDIOVVNFHKSH]PIMQUITY’
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

Balance, beginuing of period

749,017
[4Z40]
A. Net income (loss) 86,811
{4250}
B.  Additions (includes non-conforming capital of
| 2627 [4260]
C. Deductions (includes ilon-conforming capital of ’
| B . [272]) ~1A270]
Balance, end of period (From item 1800) 835,&?422301
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS or GENERAL CREDITORS
el . . ! ! ) : _0_
Balance, beginning of period 0]
A.  Increases
[3310]
B.  Decreases
(4320
. . -0-
Balance, end of period (From item 3520
\ period (Fron ) [A30]




SCHWARTZ & COMPANY, LLP :)
CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
SWM Securities, Inc.
New York, New York

In planning and performing our audit of the financial statements and supplemental schedules of
SWM Securities, Inc. (the Company), for the year ended December 31, 2001, we considered its
internal control, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-
3. Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures followed by
the Company in any of the following: :

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13
3. Complying with the requirements for prompt payment for securities under Section 8 of

Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits
and related costs of control and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the
SEC’s above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and
recorded properly to permit preparation of financial statements in conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

2580 Sunrise Highway 450 Lexington Ave., Suite 3350 2255 Glades Road, Suite 422A
Bellmore, NY 11710 New York, NY 10017 Boca Rafon, Fl. 33431
516.409.5000"« fax: 516.409.0985 212.681.8018 » fax: 212.286.8636 561.998.0222 « fox: 561.998.0237

www. schwarfz-cpas.com



Because of inherent limitations in internal control or the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such objectives in all material respects indicate a material inadequacy for
such purposes. Based on this understanding and on our study, we believe that the Company's
practices and procedures were adequate at December 31, 2001, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, an is
not intended to be and should not be used by anyone other than these specified parties.

J

Bellmore, New York
January 11, 2002

»Z/C/zja/caif ¢ C)@W(Mw? AL
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SCHWARTZ & COMPANY, LLP
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SCHWARTZ & COMPANY, LLP
CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors' Report

To the Board of Directors
SWM Securities, Inc.
New York, New York

We have audited the accompanying statement of financial condition of SWM Securities, Inc., as
of December 31,2001, and the related statements of income and retained earnings and cash flows for the
year ended December 31, 2001. These financial statements are the responsibility of the Company's

management. Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of SWM Securities, Inc., as of December 31, 2001, the results of its operations and
cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I and Form X-17A-5 (Financial and
Operational Combined Uniform Single Report) Part IIA, are presented for purposes of additional
analysis and are not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities and Exchange Commission. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

JC/{Z{/ 425%/ i [J/‘m%d//’!-/j, 5/ %ﬁ

Bellmore, New York
January 11, 2002

1
2580 Sunrise Highwoy 450 Lexington Ave., Suite 3350 2255 Glades Road, Suite 4224
Bellmore, NY 11710 New York, NY 10017 Boca Raton, Fl. 33431
516.409.5000  fax: 516.409.0985 212.681.8018 » fax: 212.286.8636 561.998.0222 e fax: 561.998.0237

www. schwariz-cpas.com
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SWM SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2001

ASSETS

Current assets
Cash and cash equivalents
Receivable from broker
Returnable income taxes
Prepaid expenses and other current assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Accounts payable
Total liabilities

Stockholders' equity
Common stock ($1.00 par value, 5,000 shares
authorized, 2,000 shares issued and outstanding)
Additional paid-in capital
Retained earnings

Total stockholders' equity

Total liabilities and stockholders' equity

See notes to financial statements

2

$796,715
31,255
6,197
15,802

$843.772

$§ 7,944

7.944

2,000
148,000
685.828

_835,828

843,772

SCHWARTZ & COMPANY, LLP %




SWM SECURITIES, INC.

STATEMENT OF INCOME AND RETAINED EARNINGS

FOR THE YEAR ENDED DECEMBER 31, 2001

Revenues

Selling, general and administrative expenses
Net income

Retained eamings - January 1, 2001

Retained earnings - December 31, 2001

See notes to financial statements

3

$1,772,117
1,685.306
86,811

599.017

$ 685,828

SCHWARTZ & COMPANY, LLP




SWM SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2001

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net cash
provided (used) by operating activities:

Decrease in receivable from broker
Increase in prepaid expenses and other current assets
Decrease in accounts payable
Decrease in state and local income tax payable
Net cash provided by operating activities
Cash and cash equivalents - January 1, 2001
Cash and cash equivalents - December 31, 2001
Supplemental disclosure of cash flow information:
Cash paid during year ended December 31, 2001, for:

Interest

Income taxes

See notes to financial statements

4

$ 86,811

57,238

(1,259)

(5,045)
(13.229)

124,516

672,199

796,715

$ 28,011
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Note 1:

Note 2:

Note 3:

SWM SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

Ownership and Operations

SWM Securities, Inc. (the Company) is a closely held company, which provides stock
brokerage services. The Company's clients are located throughout the United States.

Summary of Significant Accounting Policies

Income Recognition

Commission and floor brokerage revenues and expenses are recognized on a trade date
basis.

Income Taxes

For income tax purposes, SWM Securities, Inc.'s shareholders have elected, as of
September 13, 1995, to be treated as an S Corporation as provided in Section 1362 of the
Internal Revenue Code and Section 660 of Article 22 of the New York State tax law. As
such, there will be no provision for Federal and New York State income taxes as the
Company's income or losses and credits will be passed to the shareholders and combined
with other personal income and deductions to determine taxable income on their individual
tax returns. However, the Company is subject to New York City corporation income taxes.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents include money market
accounts.
"Special Reserve Bank Account for the Exclusive Benefit of Customers”

The Company is exempt under Rule 15¢3-3 of the Securities and Exchange Commission

as it does not maintain customers' accounts and it does clear all transactions with a
broker/dealer (clearing agent) who does maintain such a special reserve.
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Note 4:

Note 5;

Note 6:

SWM SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2001

Net Capital Requirement (Rule 15¢3-1)

The Company is subject to the net capital rule (15c¢3-1) of the Securities and Exchange
Commission, which requires that the ratio of aggregate indebtedness to net capital, as those
terms are defined, shall not exceed 15 to 1. The concept of the net capital rule is liquidity;
the object being to require a broker or dealer to have at all times sufficient liquid assets to
cover current indebtedness of all persons.

Failure to maintain the required net capital may result in suspension or expulsion of the
Company by the Securities and Exchange Commission. At December 31, 2001, the
Company had net capital, as defined under the net capital rule, of $814,987 compared to the
minimum net capital requirement of $5,000. The clearing broker contract requires a
minimum net capital requirement of $150,000 and a client relationship requires the Company
to maintain a minimum net capital of $500,000.

" Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk

In the normal course of business, the Company's activities may expose the Company to
risk in the event brokers, dealers or clearing organizations are unable to fulfill their
contractual obligations.

The Company maintains cash and cash equivalents with various financial institutions,
some of which are not insured under the federal depository insurance program. At December
31, 2001, the Company had cash in excess of federally insured limits of $688,289 .

A related company (Sloate, Weisman, Murray and Company, Inc.) has clients, which
generate a substantial portion of the commission revenues of this Company (see Note 6).

Related Party Transactions

Commissions earned by the Company are derived primarily from the related company
and are billed at standard rate. The Company reimburses this related company for overhead
expenses. Overhead expense for the year ended December 31, 2001, totaled $1,528,231.

In addition, the Company's trading commission deposit account with a broker guarantees
a security deposit for a lease in which the related company is the lessee. The amount of
guarantee is for $62,645.

—
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SWM SECURITIES, INC.

SCHEDULE I: COMPUTATION OF THE RATIO OF AGGREGATE
INDEBTEDNESS TO NET CAPITAL PURSUANT TO RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2001

Total stockholders’ equity qualified for net capital $835,828
Deductions and charges:

Non-allowable assets 15,799

Excess fidelity bond deductible 5,000

Haircuts on other securities 42
Net capital $814,987

Aggregate indebtedness: ,

Accounts payable $ 7944
Aggregate indebtedness 7,944
Excess net capital 809,987
Excess net capital at 1000% 814,192

Ratio of aggregate indebtedness to net capital 0.9747%

No material differences were found in the above computation and the computation included in the
Company's corresponding unaudited X-17A-5 Part A filing of December 31, 2001.
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